This study aims to analyze the influence of bank interest and exchange rate towards composite stock price index in Indonesia under the period of January 2010-December 2016. The method applied is Vector Error Correction Model (VECM). The findings show that this method aces to show the pace of adjusting balance from the short period up to long period towards stock price index variable. The gap between bank interest level and the exchange rate has the low impact towards composite stock price index.
KnE Social Sciences
1st IRCEB positive expectation will come up and optimism will keep going towards significant improvement.
There is one macroeconomy indicator which has become the concern of monetary authority, that is the development of stock price index in stock market. stock market under the economy development can be influenced by domestic and international factors [7] . Those factors can affect stock price index simultaneously. As a matter of fact, Indonesia in a country categorized as emerging market. A country under this circumstance has some characters: having an enormous number of the citizen, having high consumption, having growing number of middle-to-high class of society, and having more stable politic and social condition. The implication of emerging-market country is to be able to attract a foreign investor to invest in Indonesia. The purpose of the investment is to leverage the market provided under the national economic situation. The more flowing foreign investment coming to Indonesia, the more balance of "modal" surplus will become. This, at the end of the day, will upgrade the balance of payment surplus.
The more ranked-up number of investment in Indonesia can equip the national stock market. In this case, the money received can be accessed through valuable and Referred to the above data, it can be depicted that the development of composite stock price index has become an uptrend as the time goes by. Only in the year 2015 that the data shows the compact stock price decreases. This statement indicates the extensive capitalism of capital market in Indonesia as the effect of national openness economy. Consequently, volatility of composite stock price index occurs owing to both external and internal factors. Also, the external factor is figured out by the economic turbulence in several well-developed countries such as in USA, Europe, Asia, Additionally, the initial indicator of an external factor is showed by the development of stock price index in USA (New York Stock Exchange). The development of stock prices in the USA reflects on how the economic condition in Amerika is. The stock price movement is the recommendation for global investors to determine their decision to purchase or sell stock. This circumstance will act on the funding flow to any countries, either developed or well-developed countries. Stable macroeconomy in the USA will drive the upgraded stock price on NYSE.
Internal factor influencing stock price index volatility in Indonesia is political issues in a democracy such as president and vice president election and head of a province/ district/county. A wide apprehension about political escalation can cause a democracy leading to devastating public facilities. Besides that, the legal uncertainty to proceed business permission and investment are as well contributing to creating conducive business. The pressure of politic matters and that uncertainty of law result to those investors who will later choose to wait and observe in doing stock market business.
As a result, Indonesia as an emerging-market country should behave proactively in looking over the dynamic expanding at a volatile pace. Stock price index moving dynamically brings out impacts on the supply of adequate funding to improve business activities in a certain company. Depreciated stock price index contributes to give effects on capital outflow causing the balance of capital deficit in Indonesia. Viewing through from other sights, the movement of currency exchange Rp/ US$ is relevant to volatility happening in the stock market. This matter pertains to the investors' choices to investigate their funding in the stock market or in foreign currency exchange. In this case, Bank of Indonesia's policy has a tendency to get lower (since 2015 BI rate was 6,50% and at the end of 2016 BI rate changed to 4,75%). This attempt is obtained to anticipate the impact of economy downtrend coming up in various countries so that no negativity will interfere the national economic progress. The decreasing of interest rate hopefully becomes able to motivate common banks in Indonesia to downgrade their bank interest in order to develop business activities expansively. Considering without any qualms that there are still other economy policies administered by the government to maintain the national economic stability. This stability can arrive at its feasibility by presenting steady Indonesia composite stock price index in Indonesia Stock Exchange gradually. Recently, monetary authority and market agents are to apprehend the factors relating to stock price index volatility and spillover effect in economic activities. By employing stock market index volatility model, it can be also used to do forecasting to acknowledge the side effects faced by an institution [2] . 
Literature Review
The stock market is a financial institution functioning as the connector between the stock seller and stock buyer. Stock purchaser is identically noticed as an investor in the capital market. The presence of stock market can initiate financial liquidity required in economic activities. The financial liquidity is needed in economic activity in order to ease the transaction traded by economic agents. Thus, the more expansive the capital market is, the better economic activity expansion will be.
The performance of capital market can be measured from the rate of economy transaction done in the society. This transaction involves both sellers and buyers of the stock. Higher stock trade rate can increase stock price index. Besides, high stock price index optimistically affects the economic performance of a country. There are some contributing factors towards the motion of stock price index. They are namely inflation, bank interest rate, and real GDP Engle and Ragel (2008); bank interest rate [11] ; currency exchange rate [4] . Then according to Sadorsky (2003) , stock prices determine the inevitable company's profit. If the business cycle predisposes the company's profit in longer span, the business cycle expectation will affect the rate of a company nowadays. In accordance with this statement, Engle and Rangel (2008) state that stock price index volatility connects to a business cycle in a longer term. Referring to initial empirical research above, it can be concluded that stock price index can influence macroeconomy state of a country. This statement implies that investors' decision to invest through stock instruments pays attention a country's economic stability. Macroeconomy indicators are the signs of economic development in relation to economic development dynamic. These findings become a quintessential consideration of financial authority in a country to establish the stability of its economic state. 
Research Method

Findings and Discussion
The result of stationary data using Augmented Dicket Fuller test (ADF test) is shown as follows:
According to the above table, it can be concluded that all variables are stationary (no unit root) in one degree (first difference), 1 %. The data without unit root means that the data does not have a tendency to result in spurious regression. The next step is to do cointegration test to validate whether there is a long-term relationship between estimated variable. The result of cointegration test using Johansen method is drawn as follows: In relation to the above result, it can be indicated that there no cointegration similarity between variables in that model. It is corroborated statistically that the trace statistic value is lower than critical value at α= 5% (table 2) . This fact goes the same as maximum eigen value which is lower than the critical value at α= 5% (table 3) . This matter can be depicted as the conclusion implying that in the long period there is no tendency of the long-term relationship between bank interest variable and currency exchange Rp/US$ towards stock price index in Indonesia.
Based on the estimation result using VECM, there is dynamic increasing between Bank Indonesia interest rate and currency exchange rate towards IDX composite. Under this circumstance, the coefficient value CointEq1 is significant and signed as negative. This difference occurs due to the dissimilarity of economic structure in USA and Indonesia. The economic structure in the well-developed country (USA) is corroborated sophisticated sectors and take places any trades using foreign currency and in the stock market. Also, the different strength of domestic currency in USA and Indonesia support the matter. USA currency is a hard currency employed in various countries whereas Indonesia currency is a soft currency. This exerts the economy agents' expectation in both countries in overcoming the economic shock. Lastly, in period 10, SP variable has impacted 23.76569% and BI rate has impacted 5.230135%, both on the error variance approximation.
Conclusion
The development of stock price index reflects the economic condition of a certain country. Economy stability is a fundamental indicator proposed as the parameter to economic agents in organizing economy activities. The high stock price index draws the high expectation of economic agents in the expansive activities in the aspect of the economy. This expectation pertains to the profit level be obtained from the trade. Another finding indicates that the shock occurring in bank interest rate and currency exchange rate has small implication towards composite stock price index. In the longer term, exchange rate variable will negatively predispose the IDX composite.
This statement points out an appreciation of Rp/US$ currency value downgrades stock price index in Indonesia. Meanwhile, in a shorter term, there will be no relationship between exchange rate variable and BI rate variable towards stock price index in Indonesia. The unresponsiveness of economy agents towards stock price monetary policy is corroborated with no connection between BI rate and stock price index.
In a nutshell, this research results in the recommendation to monetary authority in order to maintain the stability of the national economy. The policy of decreasing the BI rate can be followed by the policy in real sectors by utilizing the practicality of economic agents to invest. This policy can be in form of a package of economic policy.
This package launched by the government can be directed to trade pace in real sectors under the progress of developing an economy.
